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SUBJECT: US AGREEMENTS WITH UN SYSTEM ORGANIZATIONS RE 

REIMBURSEMENT OE US INCOME TAX 

REE: (A) STATE 100078 (B) LONDON 06877 (C) STATE 154600 

1. PETER SKOUFIS, THE ASSISTANT DIRECTOR-GENERAL FOR 
ADMINISTRATION AT THE FAO, EXPRESSED HIS CONCERNS TO EMBOFE 
ABOUT OUR POLICY ON THE REIMBURSEMENT OE U.S. INCOME TAXES 
PAID BY AMERICAN EMPLOYEES OE INTERNATIONAL ORGANIZATIONS. 
REETELS CITE SIMILAR CONCERNS. 

2. IN THE PAST THIS HAS NOT BEEN A MAJOR PROBLEM BECAUSE, WITH 
THE $25,000 FOREIGN EARNED INCOME EXEMPTION, NOT TOO MANY 
INTERNATIONAL CIVIL SERVANTS WERE INVOLVED. NOW, WITH HIGHER 
SALARIES AND THE ENDING OF THE EXEMPTION, THE U.S. REIMBURSEMENT 
PROCEDURES BECOME CUMBERSOME AND EXPENSIVE. THE FAO MAY 
WELL HAVE TO PUT 2-3 PEOPLE WORKING ON THIS MATTER ALONE AND 
OTHER MEMBER STATES COULD OBJECT. SKOUEIS IS CONSIDERING WAYS 
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OF SIMPLIFYING THE PROCEDURE AND WOULD APPRECIATE ANY VIEWS 
FROM THE USG. 

3. FOR SPECIAL TRUST FUNDS ADMINISTERED BY THE EAO, A GROWING 
WAY OF DOING BUSINESS AT THE FAO, SKOUFIS UNDERSTANDS THERE 
IS NO WAY THE U.S. TAX REIMBURSEMENT CAN BE CHARGED TO THE 
REGULAR PROGRAM BUDGET. HOWEVER, THE EEFECT OF THIS IS THAT U.S. 
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CITIZENS WILL NOT BE EMPLOYED BY THESE TRUST EUNDS BECAUSE 
THIRD-COUNTRY DONORS DO NOT WISH TO SEEM SUMS TO REIMBURSE 
USG TAXES SPECIALLY TAKEN OEF THE TOP OP THEIR GIPTS TO SUCH 
TRUST EUNDS. 

4. THE PINAL PROBLEM IS THE U.S. TAX ON LUMP-SUM RETIREMENT 
BENEPITS. IN THESE CASES THE U.S. CITIZENS ARE AT A DISADVANTAGE 
OVER OTHER THIRD-COUNTRY NATIONALS WHO ARE NOT TAXED ON THE LUMP- 
SUM PAYMENT.GARDNER 
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